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Abstract
Black Americans experience poverty at disproportionately high rates that are concerning
both because of the perils of poverty as well as the belief that one’s race should not
affect one’s opportunities in life. This paper extends the Capability Approach and argues
that basic needs play an important economic role in providing people with a minimum
level of opportunity that allows them to avoid poverty. Using MSA-level data on basic
needs access and poverty rates, this paper finds that increasing rates of
homeownership, high school graduation, and car access as well as decreasing rates of
disability are all significantly associated with lower poverty rates for Black Americans.
However, the empirical results also show that higher rates of high school graduation and
car access for White populations are associated with higher rates of Black poverty, likely
due to spillover effects in the labor market that crowd out Black workers.
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Section I: Introduction
The Oxford English Dictionary defines poverty as, “the condition of having little
or no wealth”.1 The United States Government attempts to quantify this state of being
by defining poverty as living in a household with an income that is less than three times
the cost of a minimum food diet.2 And at a time when the US national poverty rate is
over fifteen percent, it is clear that our supposedly developed country has not been able
to ensure an adequate life for everyone. What is particularly troubling about poverty in
the United States is the extent to which race, a characteristic that most Americans
would likely agree should not affect one’s opportunities or outcomes, causes variation
in poverty rates. Around twenty-seven percent of Black Americans live in poverty, and
the goal of this paper is to help explain why this rate is so disproportionately high and
how we should work to reduce it.
One might question whether we should focus on poverty as an outcome rather
than on whether all Americans have similar opportunities. But, while equality of
opportunity is an admirable goal, it is not feasible at the individual level; children of
mathematicians, for example, will always have extra opportunities to further their
mathematical abilities. And unless we work to remove every influence that people can
have on one another to equalize opportunity so that only natural talent and hard work
dictate success, we must accept that individuals will have different opportunities to
attain different outcomes. On the other hand, equality of opportunity is a reasonable

1
2

OED Online (2017)
United States Census Bureau (2014)
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goal when evaluating racial groups. One’s race should not affect the kinds of
opportunities that are available to them, and it makes sense to strive for a society
where racial groups all have similar levels of opportunity.
However, our society is not yet at that ideal stage. As such, I propose that in our
current society, we should focus on providing people with a minimum level of
opportunity, not one that is somehow equal to everyone else’s. To identify this
minimum level of opportunity, we can look at basic needs as a representation of
whether one has the opportunity to live their life above the poverty line that we as a
society identify as a basic standard of living. Basic needs are what we believe every
person should have access to in order to be able to pursue a good life. They give people
the opportunity to participate in society and to work to improve their socioeconomic
standing. Necessities like food and shelter are what allow people to maintain their wellbeing, while education and transit give people the abilities to join the labor force. There
is a good amount of research describing how these necessities expand people’s
opportunities and lower their chances of living in poverty. I will go over this research
later, but what I have found is a particular dearth of work analyzing how the provision of
these basic needs can help explain the disproportionately high Black poverty rate.
In order to attempt to create solutions to lower poverty rates for Black
Americans, we have to understand exactly how these various goods affect poverty rates.
It might make no sense to provide rental assistance to poor black families if the stability
provided by home ownership is what actually better reduces poverty rates. As such, I
intend to evaluate how the levels of basic needs met within different communities
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affects poverty rates for Black Americans. Is it that they have not reached some
threshold of basic needs, or that they are disadvantaged because they have not reached
the same level as White Americans? Essentially, I want to understand whether racial
inequalities in basic needs explain Black poverty, or whether we should work to provide
for the basic necessities of Black Americans independently of their White neighbors.
To quickly provide an overview of the rest of the paper, in Sections II and III I will
discuss why basic needs are important and also how they specifically relate to poverty.
Section IV will then explain why my research is focused on Black poverty rates. Sections
V, VI, and VII shift the focus onto my empirical strategy, data sources, and the regression
process. Lastly, Section VIII will provide an overview of the empirical results and Section
IX will conclude and discuss the implications of my findings.

Section II: Why Basic Needs Matter
There are certainly numerous theories for why poverty exists in general, ranging
from broad institutional critiques to failures in personal character. However, an area
where there is a relatively high level of consensus, or at least of evidence, is in the
relationship between basic needs and poverty. As I will detail in this section, basic
necessities are what provide protection from financial catastrophe, maintain our
personal well-being, increase our human capital, and allow us to participate in society
and the labor market in order to provide for ourselves and our families. Essentially, basic
needs are required for people to truly have the opportunity to not live in poverty. In this
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sense, access to basic needs is not a measure of outcome, but of opportunity. Meeting
basic needs for all individuals does not create equal opportunity for everyone to attain
high levels of success, but it does provide the opportunity to maintain an adequate
standard of living that should exist for all members of our society.
In doing so, they fulfill an important moral goal for our developed society.
Consider the moral philosophical arguments of Martha Nussbaum and Amartya Sen
regarding the importance of capabilities in ensuring justice. In their views, the equal
dignity and value inherent in all people means that everyone should be free and, “able
to do certain basic things”.3 These things, or capabilities, are what give people agency
and a sense of choice within their lives. While various philosophers have proposed
different sets of capabilities, they often include physical abilities, internal emotional
measures, and economic freedoms. While I certainly believe that the first two are
important, I am mostly concerned with how various capabilities/basic needs contribute
to fiscal freedom. For people to truly have personal agency throughout their life, they
have to have the opportunity to attain a certain level of earnings such that they do not
have to constantly worry about providing for themselves. And so long as the
government does not guarantee this level of minimum income to all people, a decent
paying job is still the best method for adults to avoid poverty.
Certainly, we will never be able to provide everyone with exactly equal economic
opportunities. But, what we can do is improve our system so as to ensure that a
minimum standard of resources, namely an income above the poverty level, is possible
3

Sen (1979). 218.
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for all individuals. Transit, education, housing, and health care are all morally necessary
in Nussbaum and Sen’s view due to the direct capabilities (movement, shelter, selffulfillment, etc.) they create4. But, they are additionally relevant when we consider how
they contribute to giving people an opportunity to escape poverty and broaden their
economic capabilities.
One might question, however, whether basic needs truly do exist at a threshold
that we can identify or whether there is simply a continuous distribution of resources
along which more is always better. I do not disagree that access to more resources
generally expands one’s set of opportunities. However, as we are only interested in
providing a certain level of opportunity and not in maximizing that level, the existence
of a spectrum does not appear to be an issue. I should still note that it is possible that
basic needs do not exist at a poverty-alleviating threshold. Perhaps simply having health
insurance is not a crucial part of what gives someone the opportunity to not live in
poverty because only the gold-standard health insurance plans truly provide enough
financial protection. As such, one of the goals of my analysis is to contribute to the
research on whether basic needs thresholds exist that do help individuals escape
poverty.

4

Physical security is often also included in this list, but I do not address it in this paper due to the fact that
while it can be economically relevant, the link is more tenuous than for the other goods.
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Section III: Existing Research on Basic Needs and Poverty
Before that however, I will provide a brief overview of the existing scholarship on
the effects of meeting certain basic needs’ thresholds. This research describes and
evaluates some of the mechanisms through which basic needs can expand people’s
opportunities and reduce poverty, and showcases some of the thresholds that do exist
in terms of lifting individuals to that minimum level of opportunity.
Shelter is often viewed as a fundamental part of human living, in terms of
providing protection from harmful weather. But, shelter can be as basic as a temporary
mass homeless residence shelter or even a tent in a park. When looking at shelter as a
basic necessity in our current society, I believe we should be referring to physical
housing that families/households can occupy. Bratt (2010) describes how adequate
housing not only provides shelter, but also provides people with greater self-confidence
and provides a sense of stability that contributes to personal well-being. Additionally,
Newman (2008)’s literature review finds that housing can improve health outcomes and
also increase earnings through greater access to jobs. When individuals have a stable
residence, they are better able to look for long-term work and to be more reliable and
successful in the labor market. It seems correct then that government programs that
provide housing assistance are able to help people escape poverty5. They provide stable
housing and can also help people move to more well-off neighborhoods where they
often live in less stressful circumstances. In a similar vein, homeownership, the most
stable form of housing, has been shown to have significantly positive outcomes on
5

Turner (1998)
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children in these households6. They exhibit fewer behavioral problems and also attain
greater educational achievement, independent of the other circumstances present
within their households. Thus, we can see how housing functions as a basic need by not
only providing shelter, but by improving the chances that a family can move out of
poverty in current and future generations.
Good health is also an integral aspect of living fully, and one of the most
effective means through we can help provide it is through health care coverage. Health
insurance not only protects people’s finances in cases of health emergencies, but also
increases access to preemptive care and necessary doctor visits that lead to significantly
improved health outcomes7. Health coverage also has poverty-reducing benefits;
Sommers and Oellerich (2013) show how Medicaid keeps almost 4 million Americans
out of poverty by reducing their out of pocket spending. The improved health outcomes
also help reduce poverty by increasing both educational achievement and worker
productivity to better allow people to participate fully in the economy.
Health coverage is particularly important in the context of people with
disabilities. While disabilities certainly exist on a gradient, they tend to limit personal,
social, and/or economic opportunities to some extent. Yeo (2001) and Elwan (1999)
describe how disabled individuals are at significantly greater risk of living in poverty. Not
only do they require increased health care and bear the burden of the associated
expenses, but they are also often at a disadvantage in the labor market. While laws such

6
7
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as the ADA attempt to even the playing field, they are only able to do so much. This
mechanism also works in the opposite direction; poor Americans are more likely to
develop disabilities throughout their lives due to reduced health access and
environmental risks/hazards8. This paints a picture of an unfortunate cycle that
reinforces disability and poverty. So, while health insurance can help address part of this
issue, reducing the development of disabilities among the poor is also evidently a
necessary undertaking.
In our increasingly work-centric society, the most effective means to avoid
poverty is often through securing steady employment. As such, we must place an
emphasis on the role of basic necessities in increasing access to labor markets. Goods
like transit and education surely play an important role in improving well-being and
living standards and increasing participation in society. But, their main poverty-reducing
mechanism stems from their ability to increase earnings and job access. Access to
transportation has been shown to expand the geographic area within which the poor
are able to search for jobs and reduce commute times9. Public transit is often most
effective in urban areas because it can connect people to dense economic centers
where it is more cost-efficient than personal vehicles.
Education similarly expands one’s job opportunities, but does so largely by
providing people with qualifications and skills that increase their human capital and jobreadiness. More education both improves the chances that people will work, and also

8
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increases their earnings potential throughout their lifetime. This process occurs at
various times throughout one’s educational career; Amos (2008) shows how dropping
out of high school increases the likelihood of experiencing poverty while Baum et al
(2013) finds that a college education increases both short and long-term incomes and
significantly reduces poverty rates. Thus, we can see how basic needs that people value
intrinsically also play a significant role in poverty-reduction through the labor market.
With the economic research that there is a strong mechanism between the
provision of these basic goods and reducing the incidence of poverty, it may seem that
we have a relatively simple answer. So long as we continue working to provide as many
people with their basic needs as possible, we will likely see a reduction in Black poverty
rates across the board. But, while this may be one effective method, the question
remains of what is the most effective method. To better understand this problem, it is
worth taking the time to understand the historical link of racial discrimination and
inequality in the provision of these basic necessities in the US.

Section IV: Why Race Matters
While I am evaluating the relationship between basic needs, opportunity, and
poverty, I am also specifically looking at how Black Americans experience this
relationship. And that begs the question of why I am focusing on a specific racial group.
Surely I should simply research how to lower poverty rates for all members of our
society.
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However, I would argue that race does matter and that we can reasonably justify
why we should exert some effort to expand opportunities and raise standards of living
for Black Americans specifically. Perhaps we think that race should not matter. And in an
ideal world, hopefully it would not. But, we do not live in an ideal society and when we
look at poverty rates for Black Americans, it is clear that one’s race does have an effect
on what opportunities one has available to them. Race affects our access to housing,
education, healthcare, and transportation and this connection is not tenuous. There is a
long history of discrimination in basic needs access that continues on today and still has
strong effects on the lives of Black Americans. And understanding these mechanisms of
discrimination and inequality showcases the relevance of both race and basic needs in
trying to explain disproportionately high poverty rates among Black Americans.
The Federal Housing Administration explicitly allowed redlining, a practice in
which banks could legally approve mortgages and guarantee loans only in majoritywhite neighborhoods10. This practice made home-owning more expensive for Black
families, segregated neighborhoods, and reduced the stability and investments available
for Black Americans11. And as shown in Roscigno et al (2009), racial discrimination still
exists in most aspects of the housing system, from landlords preferring not to rent units
to Black individuals to neighbors harassing Black residents out of their homes, a practice
apparently not left in 1950’s Levittown12. Perhaps most significant is the fact that Black

10

“1934–1968: FHA Mortgage Insurance Requirements Utilize Redlining,” The Fair Housing Center of
Greater Boston, accessed April 20, 2017.
11
Madrigal (2014)
12
McCrary (1997)
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mortgage applicants are still denied at higher rates and charged significantly higher
rates even when approved, as shown in Cheng et al (2015).
A similar process has occurred in the auto insurance industry, reducing access to
personal vehicles for Black Americans. Insurance companies charge similar drivers at all
levels significantly higher rates when they determine that they live and drive in zip
codes with higher proportions of Black residents13. While this does affect drivers of all
races in these areas, it certainly has the largest effect on the rates for Black drivers,
which can be more than seventy percent higher than for drivers in White zip codes. This
reduced access to personal vehicles is especially important when we consider that the
segregatory effects of mortgage redlining also reduced access to public transit for Black
Americans. Parks (2014) discusses how historical residential discrimination has caused a
spatial mismatch between public transit and Black residents that has significantly
lengthened their commutes in comparison to White residents in the same region.
This history of inequity is not overlooked in the healthcare realm either. Black
Americans have always been significantly more likely to be un- and underinsured and so
often go without needed care in order to avoid the expenses14. While health care
expansions have certainly helped reduce uninsured rates among Black Americans, they
have also exacerbated some of these inequalities. Wiltz (2015) describes how the
Medicaid Expansion facet of the Affordable Care Act being made optional led to many
Black Americans falling into a “health coverage gap” as they would not receive Medicaid

13
14

Feltner and Heller (2015)
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but also could not receive federal aid to purchase health insurance. The states that
chose to enable this gap were more likely to have larger Black populations causing a
national imbalance in which Americans received increase access to health care. But even
when Black Americans do receive insurance, the legacy of race discrimination
throughout the history of medical research has caused them to place significantly less
trust than White Americans in both their healthcare providers and their insurance
plans15.
This inequity in health coverage is particularly striking when we consider that
data shows us that Black Americans are significantly more likely than White Americans
to report a disability throughout their entire lives16. The historical lack of access to
health care certainly played a role in this gap, as do levels of access to nutritious food
and health education. This gap also does not seem to be decreasing with natural
progress. Many of the lower-income neighborhoods that Black Americans live in (often
as a result of redlining) have excessively high levels of lead, which can cause significant
health issues in children. And according to a report by the National Center for Healthy
Housing, the higher rates of lead poisoning that Black children face has led to a greater
likelihood of their developing learning disabilities and achieving worse educational
outcomes. The higher rates of mental and physical disabilities have been particularly
harmful because of the discrimination present in the disability benefits system. The New
York Times reported in 1992 that Black Americans were significantly more likely to be

15
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rejected when applying for Social Security benefits due to serious ailments. So, even as
we work to reduce disabilities and their high prevalence among Black Americans, we
certainly have to be conscious of how we provide for individuals who are unable to
participate in the labor force.
Educational inequity has long been a problem in America, and Brown v Board of
Education did not eradicate this issue. Even though schools can no longer be segregated
by law, the housing policies described above have still caused sufficient residential
segregation such that schools are de facto still quite racially separate. And as SpatigAmerikaner (2012) describes, loopholes have been written into federal law that allow
school districts to provide unequal funding to various schools. Though these federal
funds are designed to supplement funds for schools in low-income communities, the
law doesn’t consider teacher salaries, allowing school districts to place more qualified
and experienced (and thus expensive) teachers in lower-poverty schools without
impacting federal funding levels. This both creates funding disparities between mostly
black schools and mostly white schools in the same district and also pushes more
experienced teachers to the already better performing schools.
Condron and Roscigno (2003) also uncover these race-based funding
inequalities, and argue that they are linked to school circumstances that hinder
educational achievement. While we are still discovering the direct effects of more
spending per pupil, they find that spending does allow for smaller class sizes and better
qualified teachers, aspects of schools that are often linked to greater educational
achievement. So, we cannot afford to evaluate the education system as a homogeneous
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institution, but have to understand the role that racial inequity has played in lowering
graduation rates for Black students and how we have to address the issue from a variety
of perspectives.
I have not described this series of research and history to suggest that we can
somehow reverse all of these policies, practices, and effects. On the other hand, I
believe that this provides evidence that race has mattered and does still matter in
America. More specifically, race has affected the distribution and provision of basic
needs, and as I am evaluating a mechanism through which basic needs provide people
the opportunity to escape poverty, race is particularly relevant. Essentially, as Black
Americans have a significantly higher poverty rate and institutional policies have
specifically limited their access to basic needs, we must consider race in order to
understand how to lower poverty rates for this specific portion of the population.

Section V: Empirical Strategy
Having established that the high Black poverty rate is an important issue and
that basic needs are an effective way of avoiding poverty, we are left with the question
of how best to address this problem. On the surface, it may appear quite simple. We
simply have to work to provide access to these basic needs to a larger proportion of
Black Americans to expand their opportunities to raise their incomes. And while that
may be the case, we do not know whether the Black poverty rate depends only on these
circumstances, or whether there are spillover effects from the majority White
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population based on their basic needs access. Their circumstances may spillover and
affect the Black poverty rate largely due to competition within the labor market. White
populations that are doing better at meeting their basic needs may have more
opportunities in the labor market and thus crowd out Black workers. This seems
particularly possible due to the racial discrimination that researchers observe in the
labor market that generally favors White applicants17. Thus, to know how best to lower
Black poverty rates, we need to understand whether policy should focus solely on
helping more Black Americans meet their basic necessities, or whether policymakers
need to equalize the basic needs provided to White and Black Americans in order to
more effectively reduce Black poverty.
To further our knowledge regarding this difference, I have carried out an
empirical test of what has more explanatory power for Black poverty rates, the levels of
basic needs met for Black Americans or the gap between their living standards and
those of White Americans. Ideally, I would use individual-level data describing the
access that Black and White Americans have to basic needs, whether they seek them
out, and what their outcomes are. However, as data on individuals is unavailable, I will
be using MSA-level data on the proportion of the whole Black and White populations
who have met the different needs and what the poverty rates are for these groups. This
broader analysis does mean that we miss the long-term impact of basic needs on a
person’s life, but it better allows us to measure the spillover effects of White Americans’
living circumstances on their Black neighbors.
17

Bertrand and Mullainathan (2003)
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Additionally, this group analysis may in fact be more beneficial to policymakers.
Public policy is not implemented at the individual level, but in relation to groups of
residents and how they will benefit. Race is one of the characteristics through which we
can construct these groups, and this analysis can hopefully show how group benefits can
translate to widespread positive impacts. To lower the poverty rate for a certain racial
group, it makes sense to understand what that group is experiencing as a whole and
how their circumstances affect them. It also gives us an opportunity to potentially
understand how these effects vary based on the region. Obviously job markets and
other socioeconomic conditions are different throughout the US, and looking at a wider
variety of data can help understand the role they may play. In addition to providing a
large enough sample of data, using individual MSAs is effective because we can gather
data from what essentially function as commuting zones. The relatively independent job
markets within MSAs thus allow us to understand how different local conditions and
levels of basic needs provision affect access to employment and poverty outcomes.
Essentially, MSAs are both logically and econometrically the appropriate level of data
collection.
Before I get into the data and the empirical regressions, I quickly want to provide
an overview of my hypotheses surrounding this issue. I believe that we will see that the
spillover effects of White Americans’ circumstances will be greatest for the basic needs
like education and transit (and perhaps disability) that are the most connected to the
job market. I do believe that they will still be present for the others, but that they will
have a smaller magnitude due to the weaker relationship to job prospects. The
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competitive nature of the job market within MSAs suggests that one’s position in
relation to those around them is of particular importance. On the other hand, for issues
of wellbeing and reduced personal expenses linked to health care and housing, we can
focus on basic needs for underserved groups with less consideration for their relative
positions.

Section VI: Data
To gather MSA-level data, I used the results of the 2015 American Community
Survey (ACS), as presented by the Census Bureau’s American FactFinder. The ACS
collects data from 381 different MSAs, but there are only 264 that have poverty rates
broken down by race. Most socioeconomic variables are broken down by race for these
MSAs, but transportation use is an exception. And because my empirical analysis
includes transit type, I am only able to use data from 186 different MSAs. In order to
determine how much I can extrapolate my results from these 186 MSAs to the other
ones, I conducted t-tests on different variables in order to determine whether there are
significant differences between the MSAs that had data for Black Poverty and the other
basic needs rates and those that did not. The MSAs that I used had significantly larger
populations that were proportionally more White and less Black. They had slightly
higher Labor Force Participation rates, but also higher Unemployment rates. However,
they did not have significantly different GDP Growth rates or Overall Poverty rates. For
the most part therefore, the results of my analysis are more applicable to larger regions
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(with correspondingly larger job markets) that have greater Black populations that
actually play a significant role in the labor market.
The outcome variable that I am measuring is the poverty rate for Black
individuals within an MSA, which is defined by the federal government as the proportion
of individuals living in households with an income less than three times the cost of a
minimum food diet. Regarding explanatory variables, there are two main groupings of
variables that I use. The first set is composed of the variables that measure whether
basic needs are met. For housing, I use homeownership rates for different races as a
gauge for stable shelter. This is partly because homeless statistics are so sparse, but also
because this allows me to test whether the benefits of homeownership described
previously have poverty-alleviating effects. I use both health insurance rates and
disability rates to evaluate healthcare among Black residents, as I can thus measure the
effects of access to healthcare as well as one’s long-term state of health. I evaluate the
effects of education through high school and college graduation rates, so as to
determine whether one is a stronger basic needs threshold in terms of reducing
poverty. Lastly, for transportation I use the proportion of the Black population that
commutes using a car, or using public transit. I can thus evaluate the basic question of
whether access to a car reduces poverty and whether public transportation lifts
residents out of poverty or is just used more by the poor.
The second group of variables that I use in my empirical analysis is a set of
controls. These variables will ideally allow me to isolate the effects of the basic needs on
the poverty rates. First, I use total MSA population and the percentages of the
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population that are Black and White in order to control for size and racial demographics.
To control for economic conditions, I use GDP growth, as well as Labor Force
Participation and Unemployment Rates for the whole MSA population. Lastly, to
account for differences in the economic quality of jobs, I include data on Labor Force
Participation and Unemployment specifically for those living in poverty.

Figure 1: Summary Statistics for All Variables
Variable
Black Poverty
Population
Log (Population)
White Proportion
Black Proportion
Log (Black Proportion)
Unemployment
Labor Force Participation
GDP Growth
Unemployment Below Poverty
LFP Below Poverty
White Homeownership
Black Homeownership
White Health Insurance
Black Health Insurance
White Disability
Black Disability
White HS
Black HS
White College
Black College
White Car Access
Black Car Access
White Public Transit
Black Public Transit

Median
.2855
548346
13.2147
.7536
.1391
-1.973
.084
.6365
1.7
.2885
.5305
.706
.3817
.92
.893
.1315
.146
.906
.85
.3045
.177
.828
.7665
.0084
.0416

Standard Deviation
0.0708
2227316
1.088
.118
.1144
.748
.019
.043
2.07
.053
.042
.062
.085
.035
.0424
.024
.0263
.038
.052
.082
.053
.049
.08
.027
.063
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Section VII: Regression Description
In order to actually understand what this data reveals, I have run a linear regression
composed of control and basic needs variables. The format for this regression is
reproduced here:
Black Poverty = a + b1(LogPopulationi) + b2(White Percenti) + b3(Log Black
Percenti) + b4(LFPi) + b5(Unempi) + b6(GDP Growthi) + b7(LFP Below Povertyi) +
b8(Unemp Below Povertyi) + b9(White Homeowneri) + b10(Black Homeowneri) +
b11(White Insuredi) + b12(Black Insuredi) + b13(White Disabledi) + b14(Black
Disabledi) + b15(White HSi) + b16(Black HSi) + b17(White Collegei) + b18(Black
Collegei) + b19(White Cari) + b20(Black Cari) + b21(White Public Transiti) + b22(Black
Public Transiti) + ei

This regression includes the dependent variable, Black Poverty, a series of control
variables with bn coefficients, a constant a, and an error term e. The regression then also
includes all the explanatory variables we really care about, namely specific basic needs
provision rates for the White and Black populations. As described in the previous
section, these variables include homeownership, health insurance coverage, disability
prevalence, high school graduation rates, college graduation rates, car access, and
public transit use. Lastly I should note that I use a ninety-five percent confidence level
when evaluating whether the regression results are statistically significant.
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Section VIII: Empirical Results
Figure 2: Regression Results for Initial Linear Regression

With regards to housing, the regression results suggest that housing is an
important basic need, but not one that has racial spillover effects. A ten percentage
point increase in Black Homeownership rates is correlated with a more than three
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percentage point reduction in Black Poverty rates, but there is no statistically significant
relationship between White Homeownership rates and Black Poverty. The effects of
Black Homeownership do make sense within my model; homeownership provides not
only shelter but also a stable living situation. This stability, combined with a sense of
financial independence, does seem to have poverty-alleviating effects, possibly because
homeownership allows one to put more effort in the job market, both in finding a job
and in being a more productive employee. Similarly, I did predict the statistically neutral
effects of White Homeownership, as it does not seem to provide a large advantage in
the job market.
Surprisingly, the level of Black Health Insurance has no significant effect on Black
Poverty rates. This is possibly due to the fact that while implementation of the
Affordable Care Act did reduce uninsured rates for Black Americans across the board 18,
that access to healthcare did not significantly impact poverty because of high
premiums/co-pays and a lack of knowledge of how to use health insurance 19. So,
perhaps healthcare coverage in its ideal form could reduce poverty, but only when it is
used properly. And if Black Americans have coverage, but are not using it effectively,
they may not see the health benefits that could improve labor market outcomes. It is
also possible that the effects of health insurance occur on a longer-term basis, and so
we have not yet seen the benefits of the increases in insured rates from the ACA.

18
19

Austin (2015)
Mangan (2015); Pear (2015)
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Perhaps due to similar reasons, there is also no statistically significant relationship
between White Health Insurance rates and Black Poverty.
As predicted, Black Disability rates do have a statistically significant relationship
with Black Poverty rates. A ten percentage point increase in the rate of Disabled Black
residents is correlated with a more than six percentage point increase in the Black
Poverty rate, likely due to reduced access to the job market as a result of one’s
disability. White disability rates, however, are not significantly correlated with Black
Poverty. This is surprising because we would expect that higher White disability rates
probably reduce labor market competition and increase job prospects for Black
residents. . And in fact, the relationship is significant with a large co-efficient if we use a
ninety percent confidence level. Thus, it is possible that in some MSAs, the higher White
Disability rates are associated with poor environmental and health factors that would
similarly affect Black residents of the region, leading to higher poverty rates overall.
Higher rates of high school graduation for both Black and White residents also
have statistically significant (if opposite) relationships with Black Poverty rates, as
expected. A ten percentage point increase in Black High School Graduation rates is
correlated with a two percentage point reduction in Black Poverty rates, while the same
increase in White HS Graduation rates is correlated with a five-and-a-half percentage
point increase in Black Poverty rates. Thus, it seems likely that education fills an
important role in increasing Black access to the labor market, but that White education
rates can have negative spillover effects by crowding out the labor market and reducing
slack for Black workers. In fact, the larger magnitude of the White spillover effects
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suggests that disparity in secondary education outcomes is the source of much of the
labor market competition between White and Black workers.
On the other hand, we see no statistically significant relationships between Black
College Graduation rates or White College Graduation rates and Black Poverty rates.
This lack of an effect suggests that most Black college graduates who participate in the
labor market are not escaping poverty, but simply increasing their incomes above the
outcomes for high school graduates. However, the relationship is significant at the
ninety-percent confidence level, suggesting that there is a very possible povertyreducing effect of Black College Education as well. On the other hand, the results
suggest fairly clearly that White college graduates are not the labor market competition
for the entry level jobs that help reduce poverty.
When looking at transportation access, we see the continuation of an interesting
trend in that the spillover effects are more prevalent than the direct poverty-reducing
effects of providing basic needs. Increasing the proportion of Black residents who have
access to a car has no statistically significant effect on Black Poverty, while a ten
percentage point increase for White Workers is correlated with an almost four
percentage point increase in Black Poverty. This signifies that cars may be an important
form of transportation that improve people’s ability to access a wide range of
employment that provides sufficient earnings, but that car access has not been enough
for Black residents to attain these benefits. However, the visibly large spillover effect
from White car use confirms that varying levels of transportation access do contribute
to poverty rate disparities, likely because of labor market crowding out.
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As a separate type of transportation, public transit use has no significant
relationships with Black Poverty rates. This lack of a relationship, from both White and
Black Public Transit usage, is a bit confounding when we consider how public transit can
similarly provide access to more employment opportunities. It does, however, make
more sense when we consider that there is a large amount of variation among public
transit systems in US MSAs20. The most complete public transit systems, those that
might actually constitute the provision of a basic need, are only truly available in the
largest metro areas. Thus, we are not able to actually evaluate the relationship between
public transit and job access because this relationship only exists in a few MSAs.
Lastly, I just want to note that when plotting the residuals against the fitted
values, there does not appear to be any heteroskedasticity or nonlinearity that would
indicate poor fit for this particular regression.

Figure 3: Residuals v Fitted Values Plot

20

Perk and Kamp (2004)
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Section VII.I: Split Sample Regressions
In addition to the initial regression, I also ran two regressions with split samples
based on population size. Because city size likely impacts the competition within labor
markets as well as the mechanisms through which basic needs impact labor market
access, it seems appropriate to consider how exactly my conclusions should differ based
on the population of an MSA.
After splitting the samples, I ran a series of t-tests to check what was significantly
different between small and big MSAs: The smaller ones were poorer (overall and for
the Black Population), had proportionally larger Black Populations, lower LFPs, higher
Unemployment rates, smaller GDP growth rates, more White Ownership, lower Health
Insurance and lower College graduation rates for both White and Black Populations,
lower Black HS grad rates, higher disability rates for both groups, more Car Access for
White residents, and less public transit for everyone
With these differences in mind, we can evaluate the split-sample regression
results in order to understand how basic needs affect poverty in smaller and larger
MSAs, because evidently the mechanisms are not homogeneous in all MSAs.
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Figure 4: Regression Results when Restricted to MSAs with a Population Less
than the Median
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Figure 5: Regression Results when Restricted to MSAs with a Population
Greater than the Median

Black Home Ownership still has a significant poverty-reducing effect in larger
metropolitan regions, but less so than in smaller regions. This is possibly due to larger
rental markets that allow renters more stability than they would have in smaller regions.
Additionally, Health Insurance coverage has highly significant effects in larger MSAs,

32

both in terms of Black Health Insurance rates reducing Black Poverty but also with
spillovers from increased White Health Coverage increasing Black Poverty. I do not have
a solid hypothesis as to why this effect is present only in the larger MSAs, but it is
possible that these larger regions have more competitive markets for health insurance
and health care provision such that residents have access to cheaper health coverage
and a greater ability to use effective health care services that improve their standing in
the labor market.
Regarding education, we also see a split in that White High School graduation
rates had significant spillover effects in smaller MSAs, but not in larger ones. On the
other hand, Black High School graduation rates had significant poverty-reducing effects
in larger regions, but not in smaller ones. I believe that this phenomenon occurs due to
larger labor markets in the large MSAs. They provide more opportunities for Black
workers to access poverty-alleviating jobs and lower the possibility for White workers to
crowd out Black workers in the less competitive job market. And the higher
unemployment rates in the smaller MSAs do seem to support this hypothesis.
Additionally, while Black Disability rates are significantly associated with
increased Black Poverty rates in both samples of MSAs, the effect is three times as large
in the larger regions. This result is difficult to explain, but it is possibly because in larger
regions with vast labor markets, one’s disability status provides the biggest hindrance to
being able to equally access the labor market. Thus, all else equal a disability will be the
biggest significant explanatory factor for why an individual in a larger labor market
experiences poverty.
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We can also see that neither type of transit has any significant effects on Black
Poverty rates within the larger MSAs. The prevalence of jobs in these larger cities likely
means that all workers have equal transit access to the types of poverty-alleviating jobs
with which I am generally concerned. On the other hand, Black Car Access is significantly
associated with reducing Black poverty in smaller MSAs, probably because jobs are
more spatially spread out and workers require cars in order to be able to fully
participate in the labor markets.
Lastly, when plotting the residuals against the fitted values for these split-sample
regressions, there also does not appear to be any heteroskedasticity or nonlinearity.

Section IX: Conclusion
The fact that fifteen percent of Americans live in poverty is a tragedy. The fact
that twenty-seven percent of Black Americans live in poverty is a compounding of that
tragedy, and a reminder that we cannot ignore race when evaluating socioeconomic
issues. Through my analysis, I sought to understand why exactly Black poverty rates are
so high with a specific focus on the role of basic needs in poverty reduction. The
Capability Approach finds that basic needs are important because they allow people to
engage in certain fundamental actions like movement or voting. I extended this
argument to include basic needs that contribute to economic freedom by improving
people’s access to labor markets. And when looking at the Black population in
particular, I also argue that there are spillover effects from White populations who met
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their basic needs and thus provide more competition in various job markets. In order to
prove this mechanism quantitatively, I then ran a series of regressions in order to
understand the relationship between basic needs and poverty in US Metropolitan
regions. This empirical approach thus allowed me to evaluate the direct benefits of
increasing basic needs for Black residents as well as the spillover effects of White basic
needs access on Black poverty rates.
Through the regression results, we can see how some basic needs are clearly
more relevant for poverty reduction efforts than others. With regards to Black
Americans, increasing rates of homeownership, high school graduation, and car access
as well as decreasing rates of disability are all significantly associated with lower poverty
rates. However, we cannot evaluate these results in a vacuum as there are also spillover
effects from White residents of the same region. In particular, higher rates of high
school graduation and car access for White populations are associated with higher rates
of Black poverty, likely because these White workers crowd out Black individuals from
the labor market. Additionally, running split-sample regressions allowed me to
determine how these relationships vary between less populated and more populated
Metropolitan regions. For example, homeownership has a larger effect in less populous
regions that likely have less stable rental markets, while both car and public transit
access have insignificant effects in larger regions, possibly due to more comprehensive
transit systems combined with larger and more easily accessible job markets. However,
further research on the individual-level relationships between basic needs access and
poverty would be beneficial, and could perhaps utilize longer-term data sets like the
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National Longitudinal Surveys to more specifically gauge the impact of basic needs over
a lifetime.
However, for this not to have been a purely academic exercise, we must consider
what the implications of these findings are for policymakers interested in reducing Black
poverty rates. Research has shown the links between labor market participation and
poverty reduction, as employment is still the most effective way to avoid poverty in the
US. But, my analysis has now revealed specifically which economic basic needs improve
people’s ability to participate in the labor market and lower their chances of living in
poverty. Based on the results that were significant, there are several options for
policymakers. The government can work to spur homeownership by regulating
mortgage loan practices to ensure access to mortgage markets, and they can also
equalize educational spending among different regions and further raise high school
graduation rates by providing more support to students who are at risk of dropping out.
Politicians could also focus on expanding public transit systems to reduce the necessity
for car access, while regulating car insurance premiums to expand car access in the
meantime. Additionally, governments could place an emphasis on removing lead paint
and reducing dangerous labor conditions, two leading causes of disabilities that
contribute greatly to high levels of poverty.
At the same time, the presence of spillover effects suggests that policymakers
should be careful in how they target their programs. While universal policies designed to
help the whole population may be more politically feasible, if these policies are applied
in the educational or transit systems, we may not see the desired benefits. Sometimes,
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policies must specifically focus on the Black population in order to actually improve their
access to labor markets. As such, further research would be beneficial to analyze the
effectiveness of universal policies versus those that specifically targeted certain
populations.
Another specific implication is the eternal lesson of Friedrich Hayek, that local
knowledge matters. Clearly, basic needs provision can have different effects depending
on the characteristics of a specific Metropolitan region and its labor market. Thus,
national policymakers must create programs that allow localities the flexibility to pursue
the policy routes that most benefit their populations. At the same time, local
policymakers must be aware that what reduces poverty in another region may not have
the same results for them, and so they must consider their community’s specific
conditions before crafting policy solutions. In the end, this paper has shown the impact
that providing basic needs can have on reducing Black poverty rates in the US. It
remains to be seen, however, whether the government can effectively craft policy that
supports these mechanisms and actually achieves the intended goal of reducing the
impact that race has on the likelihood of a household experiencing poverty.
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